
• Employment levels in Arkansas have grown for four con-
secutive quarters. However, gains have been modest, espe-
cially when compared to the 1.8 percent average annual
growth achieved from 1995-2000.1

• Employment gains in education, healthcare, leisure and hos-
pitality, and state and local government continued to boost
overall job levels in third quarter 2003. Job losses in manu-
facturing remained a drag on employment (see Chart 1). 

• Arkansas manufacturing employment declined by 6,000
jobs during the year ending third quarter 2003, with losses
occurring in all major segments except for the trade, trans-
portation, and utilities sector (see Chart 2).

• The food-processing industry continued to account for the
largest share of Arkansas manufacturing employment,
increasing to 25.5 percent in third quarter 2003.

• Recent national surveys forecast improved prospects for
manufacturing, although without significant employment
gains in the near term.

• Employment conditions were generally better in the state’s
metro areas, because of less exposure to the manufacturing
sector.

• The Fayetteville MSA reported the lowest unemployment
rate in the state, a result closely tied to being the site of the
headquarters for Wal-Mart and Tyson. The state’s two
largest private employers attract suppliers, who establish
offices and create jobs (see Table 1).

Higher commodity prices and improved yields should
buoy farm income in 2003. 
• Weak economic conditions in Arkansas held second quar-

ter 2003 income growth to its lowest level since 1999.
However, favorable commodity prices and a prospective
strong harvest should lift 2003 farm income above levels
achieved in recent years.

• Favorable yields and rising prices should benefit 2003 net
farm income for most row crop producers.
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Arkansas labor markets showed improvement through the third quarter of 2003, but the manufacturing sector
remains weak.
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Chart 1: Employment Levels Rise Slightly in 
Arkansas, But Fall for the Nation 
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Chart 2: Most Arkansas Manufacturing Sectors 
Continue To Lose Jobs

Source: Bureau of Labor Statistics Year ago employment growth (%)

Table 1:  Most Metro Areas Have Lower Unemployment 

Rates Than the State
MSA Q2-03 Q3-03
Arkansas 5.5 5.6
Fayetteville 2.7 2.8
Ft Smith 4.8 4.8
Hot Springs 6.9 7.1
Jonesboro 4.3 4.7
Little Rock 4.5 4.6
Pine Bluff 8.5 8.5
Texarkana 5.2 5.3
Source: Bureau of Labor Statistics

1 Employment increased by only 0.1 percent for the year ending third quarter
2003.
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• Arkansas producers of farm-raised catfish remained
challenged by the third consecutive year of weak
prices, which averaged 56 cents per pound through
the first nine months of 2003, nearly 25 percent
below the 10-year average of 74 cents.

Although consumer credit quality issues
remain, past-due loan levels declined among
insured institutions based in Arkansas.
• Among the 50 states, insured institutions in

Arkansas ranked third for the highest median
reported consumer past-due loan levels. Additional-
ly, per capita bankruptcy filings were 150 percent of
the national figure (see Table 2).

• The median past-due and nonaccrual loan ratio for
insured institutions in Arkansas was 2.73 percent in
second quarter 2003, down 61 basis points from
3.34 percent the previous quarter, which was the
highest quarterly figure since first quarter 1991.2

• Nearly one of four insured institutions in Arkansas
held past-due and nonaccrual loans at or above 5
percent of total loans in second quarter 2003 (see
Chart 3).

Future earnings among insured institutions in
Arkansas may be pressured.
• The median quarterly return on asset (ROA) for

insured institutions in Arkansas was 1.12 percent in
second quarter 2003, unchanged from one quarter
ago, and down from 1.22 percent one year ago.

• The median quarterly net interest margin (NIM)
was 4.09 percent in second quarter 2003,
unchanged from the prior quarter, yet down 16 basis
points from one year earlier (see Chart 4).

• Declines in ROAs and NIMs resulted from the
weak economy and substantial competition among
insured institutions and others, causing a decline in
loan levels and increased pressure on loan pricing.3

• The increased movement of excess funds into gen-
erally lower yielding securities contributed to the
decline in key measures of earnings and may have
increased interest rate risk for some institutions.

• As the national economy gains momentum, interest
rates are expected to increase. A rise in interest
rates, particularly if accompanied by a shrinking of

currently high spreads between short- and long-
term rates could place significant downward pres-
sure on NIMs, suggesting effective asset and liability
management will be of increasing importance for
insured institution managers. 
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Chart 3: Credit Problems Slightly Abated 
for Insured Institutions in Arkansas
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5% or more (line, right axis)

Median past-due ratio, bars  (left axis)

PDNA includes loans 30 days or more past-due and nonaccural loans.

Source:  Bank and Thrift Call Reports
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Chart 4: Traditional Earnings Measures Among 
Banks in Arkansas Declined from 2002 Levels

2Q03

Area 2Q02 1Q03 2Q03 National Rank

Arkansas 3.16 3.23 3.14 3

Louisiana 2.44 2.72 2.54 11

Mississippi 3.78 3.96 3.97 1

Tennessee 3.36 3.33 3.26 2

Nation 2.11 2.22 2.19

*States with at least 10 established community banks

Source: Bank and Thrift Call Reports

consumer loans (median, %)*

Consumer past-due loans to total

Concern for Banks and Thrifts in Arkansas

Table 2:  Consumer Credit Quality Is a Major 

2 The median past-due and nonaccrual ratio for insured institutions in Arkansas reached 3.50 percent in first quarter 1991.

3 The median loan-to-asset level among insured institutions in Arkansas was 61.0 percent in second quarter 2003, relatively unchanged from one
quarter ago, but down from 63.4 percent one year ago. The ratio peaked at 64.8 percent in third quarter 2001.
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Arkansas at a Glance

General Information Jun-03 Jun-02 Jun-01 Jun-00 Jun-99
Institutions (#) 174 178 192 204 209
Total Assets (in thousands) 36,935,554 34,132,533 30,091,442 29,594,319 29,510,540
New Institutions (# < 3 years) 3 5 8 9 11
New Institutions (# < 9 years) 14 17 19 23 24

Capital Jun-03 Jun-02 Jun-01 Jun-00 Jun-99
Tier 1 Leverage (median) 9.46 9.23 9.36 9.43 9.32

Asset Quality Jun-03 Jun-02 Jun-01 Jun-00 Jun-99
Past-Due and Nonaccrual (median %) 2.73% 2.64% 2.55% 2.19% 2.19%
Past-Due and Nonaccrual > = 5% 33 32 28 18 28
ALLL/Total Loans (median %) 1.36% 1.28% 1.18% 1.16% 1.13%
ALLL/Noncurrent Loans (median multiple) 1.19 1.17 1.34 1.48 1.39
Net Loan Losses/Loans (aggregate) 0.41% 0.41% 0.27% 0.18% 0.20%

Earnings Jun-03 Jun-02 Jun-01 Jun-00 Jun-99
Unprofitable Institutions (#) 8 7 14 16 13
Percent Unprofitable 4.60% 3.93% 7.29% 7.84% 6.22%
Return on Assets (median %) 1.12 1.12 1.01 1.12 1.15

25th Percentile 0.83 0.84 0.62 0.83 0.84
Net Interest Margin (median %) 4.08% 4.13% 3.82% 4.05% 3.98%
Yield on Earning Assets (median) 6.10% 6.81% 8.12% 7.92% 7.64%
Cost of Funding Earning Assets (median) 1.98% 2.65% 4.27% 3.91% 3.66%
Provisions to Avg. Assets (median) 0.21% 0.25% 0.19% 0.14% 0.15%
Noninterest Income to Avg. Assets (median) 0.75% 0.70% 0.72% 0.64% 0.65%
Overhead to Avg. Assets (median) 2.77% 2.71% 2.78% 2.69% 2.64%

Liquidity/Sensitivity Jun-03 Jun-02 Jun-01 Jun-00 Jun-99
Loans to Deposits (median %) 74.24% 74.99% 75.14% 74.97% 70.20%
Loans to Assets (median %) 60.97% 63.35% 63.95% 62.05% 59.50%
Brokered Deposits (# of institutions) 39 40 49 39 25
Bro. Deps./Assets (median for above inst.) 4.74% 4.05% 3.17% 4.00% 2.02%
Noncore Funding to Assets (median) 24.15% 23.88% 23.64% 23.42% 19.65%
Core Funding to Assets (median) 64.18% 65.11% 65.19% 66.05% 68.94%

Bank Class Jun-03 Jun-02 Jun-01 Jun-00 Jun-99
State Nonmember 102 107 113 118 125
National 42 41 41 46 51
State Member 22 22 29 30 23
S&L 3 3 3 4 5
Savings Bank 5 5 6 6 5
Mutually Insured 0 0 0 0 0

MSA Distribution # of Inst. Assets % Inst. % Assets
No MSA 126 17,338,956 72.41% 46.94%
Little Rock-N Little Rock AR 18 5,446,894 10.34% 14.75%
Fayetteville-Springdale-Rogers AR 12 7,536,473 6.90% 20.40%
Ft Smith AR-OK 7 3,117,913 4.02% 8.44%
Jonesboro AR 6 2,003,231 3.45% 5.42%
Pine Bluff AR 3 1,242,639 1.72% 3.36%
Memphis TN-AR-MS 2 249,448 1.15% 0.68%


